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SUBJECT: COST OF LIVING REVIEW, EGYPT 

REF: (A) 76 CAIRO A-47; (B) 76 CAIRO 4236 

1 . EMBASSY HAS BROUGHT UP TO DATE COST-OF-LIVING DATA 
FOR EGYPT TRANSMITTED TO DEPARTMENT BY REF A (SEE ALSO 
REF B). INFORMATION DEVELOPED INDICATES SIGNIFICANT 
RISES DURING PAST YEAR IN LOCAL COST OF MEATS, VEGETABLES, 

HOUSING AND CLOTHING. GOE HAS HELD DOWN CONSUMER PRICES 
OF MOST OTHER ITEMS THROUGH RATIONING, PRICE CONTROLS AND 
DIRECT SUBSIDIES, ALTHOUGH INEFFICIENT GOE DISTRIBUTION 
SYSTEM AFFECTS MARKET AVAILABILITY OF BASIC CONSUMER GOODS. 

PRICES HAVE RISEN.AS WELL, FOR TOBACCO PRODUCTS AND LOCAL 
TRANSPORTATION. 

2. A STRAIGHTFORWARD COMPILATION OF MARKET BASKET 
WEIGHTED PRICE RISES FOR LOWER- AND MIDDLE-INCOME URBAN 
WAGE EARNING GROUPS (SEE REFS) WOULD INDICATE COST- 
OF-LIVING RISE DURING 1976 OF SOME ONE-FOURTH TO ONE-THIRD. 

IN ABSENCE OF FIRM DATA ON INCREASED INCOME GENERATION IN 
ECONOMY TO COMMENSURATE DEGREE, HOWEVER, EMBASSY BELIEVES 
IT MORE LIKELY THAT PRICE INCREASES HAVE LARGELY RESULTED 

IN MODIFICATION OF SPENDING PATTERNS AMONG THESE INCOME 
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GROUPS. HIGHER COSTS OF FOOD. TOBACCO AND TRANSPORTATION 
ALMOST CERTAINLY HAVE BROUGHT ABOUT REDUCTION IN FUNDS 
AVAILABLE FOR CLOTHING, EDUCATION. MEDICAL EXPENSES, ETC. 

SPENDING ON HOUSING, WE BELIEVE, PROBABLY HAS REMAINED 
RELATIVELY STABLE PORTION OF FAMILY BUDGET. 

3. REVIEW OF MOST RECENT AVAILABLE IMF STATISTICAL DATA 
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SHOWS INFLATIONARY EFFECT OF INCREASED MONEY SUPPLY. TOTAL 
DOMESTIC LIQUIDITY ROSE ABOUT EIGHT PERCENT FIRST NINE 
MONTHS OF 1976; MONEY IN CIRCULATION INCREASED BY NINE 
PERCENT IN SAME PERIOD; DEMAND DEPOSITS ROSE TWENTY-FOUR 
PERCENT AND TIME DEPOSITS, THIRTY PERCENT. INCREASES SINCE 
END OF 1973, BASE PERIOD FOR REFERENCE AND STUDIES, ARE 
OF STARTINGLY LARGE MAGNITUDE. 

4. COMMENT: ALTHOUGH PUBLICLY-KNOWN INSTANCES OF POPULAR 
UNREST OVER COST-OF-LIVING ISSUE HAVE BEEN RARE AND 
UNCOORDINATED DURING PAST YEAR, PRICE SPIRAL CONTINUES AND 
PRESSURES ARE BUILDING FOR HIGHER WAGES. THE FEW KNOWN 
PROTEST INCIDENTS TO NOT TELL WHOLE STORY; NUMEROUS 
DISTURBANCES OCCASIONED BY WAGE-PRICE SQUEEZE ARE HUSHED 
UP BY GOE OR GO UNREPORTED. IT IS IN THIS SETTING THAT 

GOE IS FACED WITH EARLY DECISION ON IMF REFORM PROGRAM 
GENERALLY CONCEDED TO HAVE INFLATIONARY IMPLICATIONS 
FOR ECONOMY. 

5. AIRGRAM FOLLOWS WITH FURTHER DETAIL. 

MATTHEWS 
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